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T HE FEDERAL budget for fiscal year 1998 trans-
mitted by the President to Congress on
February 6, 1997 shows a $s5.0 billion decrease
in the budget deficit—from s125.6 billion in fis-
cal year 1997 to $120.6 billion in fiscal year 1998.!

1. Estimates are shown on a fiscal year basis.
Table 1.—Relation of Current-Services Estimates to the

Budget

[Billions of dollars]

Fiscal year
1997 1998
Receipts
CUrrent-Services ESHMALES .........cccoeevevevveereeeereveeeeseeeeeseeesnes 1,503.8| 1,573.8
Plus: Proposed 1egiSIAtioN ... 1.6 -7.0
Middle Class taX CUL ........cceveerieerieieineeeseieeeeieiis -8 -15.4
Provide tax credit for dependent children .................... -7 -9.9
Provide tax incentive for education and training -1 -4.0
Expand individual retirement accounts 0 -15
Extend Research and Experimentation tax credit .. -4 -8
Other 2 -17
Subtotal: Provide tax relief ... -14( -179
Extend aviation excise taxes and assess new user fees 2.3 5.0
Extend corporate environmental tax 0 11
Replace sales source rules with activity-based rule: 0 9
Extend Superfund excise taxes 1 7
Require gain recognition for certain extraordinary

AIVIAENAS ..o 4 6
Require average-cost basis for stocks, securities, etc ..... 0 .6

Extend Generalized System of Preferences and modify
other trade provisions 0 -7
OhET oo 2 27
Subtotal: Other provisions that affect receipts ............. 3.0 10.9

Equals: The DBUAGEL ..o 1,505.4| 1,566.8

Outlays

CUrrent-Services eStMALES ..........ccocevererverereeieeeeeseeeseenesees 1,631.5( 1,693.4
Plus: Program Changes ..........ccueermeerisneerenieensiessssiesinees -5 -5.9
National defenSe ... -7 -53
METICAIE ... s 0 -4.3
Undistributed offsetting receipts and allowances ............. 0 -2.3
Veterans benefits and services . 0 -6
Commerce and housing credit 0 -4
Social security ... 0 -3
General governm 0 -2

Net interest ......... -2 0
Natural resources and environmMent ............cooceveevnrernenes 0 1
International affairs ...........ccoeevereneiernns 0 1
Community and regional development ... 2 3
AAMINISration of JUSHCE .......ccvvrerieecreisieseeieeine 0 6
Education, training, employment, and social services -4 13
Income security N 23
Health .. 0 34
Other ... -1 -6
Equals: The DUAGEL .......ccocvviiie s 1,631.0( 1,687.5
Current-services surplus or deficit (-) ... -127.7| -119.6
Proposed changes, receipts less outlays 2.1 -11
Administration budget surplus or deficit (- -125.6| -120.6

Source: The Budget of the United States Government, Fiscal Year 1998.

The fiscal year 1998 deficit reflects the administra-
tion’s proposed legislation and program changes,
the economic assumptions used in making the
budget projections, and the currently enacted
laws.

This article summarizes the proposed legisla-
tion and program changes in the administration’s
budget and the budget estimates. It then presents
the budget receipts and outlays in the framework of
the national income and product accounts, which
are designed to display the value and composi-
tion of national output and the distribution of
incomes generated in its production. This frame-
work, which differs in concept and timing from the
budget, provides analysts a means of gauging the
effects of government fiscal policies on aggregate
measures of U.S. economic activity.

Proposed changes

The fiscal year 1998 budget presents proposed
legislation and program changes that lower the
deficit while shifting sources of receipts and while
changing spending priorities. Total receiptsare de-
creased $7.0 billion through proposed legislation,
which includes $15.4 billion in tax cuts for middle-
income taxpayers. Total outlays are reduced $5.9
billion through program changes (table 1).

The budget proposes a three-part tax cut for
middle-income taxpayers:

¢ A s$300 tax credit for each dependent child,
which would reduce receipts by $9.9 billion in
1998.

¢ A tax deduction of up to $5,000 per taxpayer
for post-secondary education and job training,
which would reduce receipts by s4.0 billionin
1998.

e An expansion of tax-deductible individual
retirement accounts, which would reduce
receipts by $1.5 billion in 1998.

2. Estimates of the administration’s proposed legislation and program
changes are derived as the difference between the “current-services” estimates
included in the budget and the total budget. Current-services estimates, which
are based on the same economic assumptions as those underlying the budget,
are designed to show what Federal receipts and outlays would be if no changes
are made to the laws already enacted. In concept, these estimates are neither rec-

ommended amounts nor forecasts; they form a base with which administration
or congressional proposals can be compared.
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The effects of these tax cuts would be partly offset
by the extension of various excise taxes and other
tax changes that together would raise receipts $10.9
billion in 1998. A proposal to extend airport and
airway excise taxes and to assess user fees for Fed-
eral Aviation Administration services would add
$5.0 billion to receipts. The extension of the follow-
ing excise and corporate environmental taxes that
were allowed to expire at the end of 1995 would add
$1.9 billion: The Hazardous Substance Superfund
Trust Fund excise tax; the Leaking Underground
Storage Trust Fund excise tax; and the Hazardous
Substance Superfund Trust Fund corporate envi-
ronmental tax. The remainder of the increase in
receipts is accounted for by other proposals, none
of which amount to more than so.4 billion.

The budget proposes program changes that re-
duce total outlays by a net $5.9 billion in 1998. The
proposed cuts would reduce outlays for national
defense by $5.3 billion and outlays for medicare by
$4.3 billion. Outlays would also be reduced s2.3
billion by increasing the receipts from the sale of
assets, including the auction of additional parts of
the radio spectrum (s$2.1 billion); such sales are
treated as an offset to outlays in the budget and are
included in “undistributed offsetting receipts and
allowances.”

The largest proposed increases in outlays are $3.4
billion for health; $2.3 billion for income secu-
rity, including the Temporary Assistance for Needy
Families program and other programs affected by
the Personal Responsibility and Work Opportu-
nity Reconciliation Act (welfare reform); and s$1.3
billion for education, training, employment, and
social services.

The budget estimates

In the budget, receipts in fiscal year 1998 are pro-
jected to increase $61.4 billion, or 4.1 percent, to
$1,566.8 billion (table2). Receipts in 1997 are
projected to be $1,505.4 billion, up 3.6 percent
from 1996. The projected increase in receipts for
1998 is mostly accounted for by increases in social
insurance taxes and contributions, individual in-
come taxes, and corporation income taxes; these
increases primarily reflect the assumption that in-
comes will increase because of both real economic
growthand inflation. These increases will be partly
offset by the administration’s proposals to cut taxes
for middle-income taxpayers (s15.4 billion) and to
extend the tax credit for certain research and ex-
perimentation expenditures through May 31, 1998
(s0.8 billion).

Total budget outlays in fiscal year 1998 are pro-
jected to increase $56.5 billion, or 3.5 percent, to
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$1,687.5 billion (table 3). Outlays in 1997 are pro-
jected to be s$1,631.0 billion, up 4.5 percent from
1996. The projected increase in 1998 is mostly
accounted for by four functions:
¢ Social security—An increase of $16.6 billion
is more than accounted for by a $16.9 billion
increase from current-services outlays that
mainly reflects the cost-of-living adjustments,
the assumptions about inflation and the num-
ber of beneficiaries in these programs. Most
of the increase in social security is accounted
for by old-age and survivors insurance benefits
($13.1 billion).
e Medicare—An increase of $12.8 billion is more
than accounted for by a s17.1 billion increase
from current-services outlays. The increase
in current-services outlays is partly offset by a
Table 2.—Budget Receipts by Source
[Billions of dollars]
Fiscal year
Change from
1995 | 1996 | 1997 | 1998 preceding year
1996 | 1997 | 1998
BUAQet FECEIPLS ouvvreerieiririeeie s 1,351.8(1,453.1|1,505.4|1,566.8 || 101.3| 52.3| 61.4
Individual income taxes 590.2| 656.4| 672.7| 691.2|| 66.2| 163| 185
Corporation income taxes ... 157.0| 171.8| 176.2| 189.7|| 14.8| 44| 135
Social insurance taxes and ¢ 4845| 509.4| 535.8| 557.8|| 249| 264| 220
EXCISe taxes ... 57.5 54.0 57.2 61.2[| -35 32| 40
Estate and gift taxes . 14.8 17.2 17.6 18.8 24 A4 12
Customs duties ............... 193 18.7 173 183 -6 -14 1.0
Miscellaneous receipts 28.6| 255| 28.6| 298| -31| 31| 12
Source: The Budget of the United States Government, Fiscal Year 1998.
Table 3.—Budget Outlays by Function
[Billions of dollars]
Fiscal year
Change from
1995 | 1996 | 1997 | 1998 preceding year
1996 | 1997 | 1998
Budget outlays 1,560.3  1,631.0 [ 1,687.5 446 70.7 56.5
National defense ... 272.1| 265.7| 267.2| 259.4 -6.3 14 -7.8
Social security .. 335.8| 349.7( 367.7( 3843 13.8 18.0 16.6
Net interest ...... 2322 2411\ 247.4| 249.9 8.9 6.3 25
Income security 2205| 226.0| 2389 2475 55 12.9 8.6
Medicare ... 1599 1742| 1943| 207.1 144 20.0 12.8
Health 1154 1194| 127.6| 138.2 4.0 8.3 10.6
Education, training, employment, and social
i 543 52.0 51.3 56.2 -2.3 -7 4.9
Veterans benefits and services 37.9 3701 396 410 -9 2.7 13
Commerce and housing credit . -17.8| -106| -8.8 34 7.2 18 12.2
Natural resources and environment ... 22.1 21.6 22.8 22.3 -5 12 -5
AQHCURUIE oo 9.8 9.2 10.3 12.3 -6 11 21
General science, space, and technology 16.7 16.7 16.6 16.5 0 -2 -1
International affairs ...........cccoocevnniinn. 16.4| 135| 148| 149 -2.9 13 1
ENergy ....ooevneen. 49 2.8 2.1 2.3 -2.1 -8 2
Transportation ....... 394 396 39.3 39.3 2 -3 0
Administration of jus 16.2 17.5 20.8 24.2 13 3.2 34
General government ....... . 138 11.9 13.1 12.9 -1.9 12 -2
Community and regional . 10.6 10.7 12.8 114 0 2.1 -1.3
Undistributed offsetting receipts and allowances | -44.5| -37.6| -46.5| -55.6 68| -89| -91
Addenda:
Social security, medicare, health and
commerce, and housing credit 593.3| 632.6| 680.8| 733.0 39.3 48.2 52.2
All other functions 922.4| 927.7| 950.2| 954.5 53 225 4.2

Source: The Budget of the United States Government, Fiscal Year 1998.
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number of proposed payment reforms, benefi-
ciary improvements, and other initiatives that
would result in savings of $4.3 billion.

¢ Commerce and housing credit—An increase
of $12.2 billion is more than accounted for by
a $12.6 billion increase from current-services
outlays.

e Health—An increase of s$10.6 billion is ac-
counted for by $7.2 billion in current-services
outlaysand by $3.4 billion in program changes.
Most of the increase in current-services out-
lays is in medicaid: States are to receive
increased funding that will allow them more
flexibility to manage and design their own
medicaid programs by providing services pre-
viously requiring Federal waivers and by
expanding coverage (within a new per capita
cap) for working families and children. Pro-
gram changes for “health initiatives” would
increase outlays $2.5 billion. These increases
would be partly offset by program savings that
would result from imposing a per capita limit
on medicaid spending and from reducing and
retargeting payments to hospitals that serve a
disproportionate number of low-income and
medicaid beneficiaries.

The largest projected decreases in budget out-
lays in 1998 are in national defense and in
“undistributed offsetting receipts and allowances.”
Outlays for national defense are projected to
decrease $7.8 billion. The administration’s
budget supports the following ongoing pro-
grams for cutting outlays: Reducing the num-
ber of civilian defense employees (25 percent
from 1993 t0 1999); implementing the Informa-
tion Technology Management Reform Act and
the Government Performance and Results Act
to improve decision-making in weapons pur-
chases, transportation methods, and inventory
control; improving financial managementand sys-
tems to reduce contractor overpayments and to
tighten fraud detection and controls; and in-
creasing the use of the private sector for support
functions.

“Offsetting receipts” includes the Government’s
receipts from performing business-like activities—
such as the sales of Federal assets—and are
netted against outlays in the budget. In
1998, these receipts will include those from
the scheduled sale of assets, including the
U.S. Enrichment Corporation (s1.8 billion) and
the Elk Hills naval petroleum reserve (s$2.4
billion).

Relation between budget and ~1pa estimates

The Bureau of Economic Analysis prepares esti-
mates of the Federal sector in the framework of the
national income and product accounts (N1pA’s), an
integrated set of measures of aggregate U.S. eco-
nomic activity. The n1pa estimates differ from the
budget estimates in several respects.” For example,
Nr1Pa transactions for each sector are recorded on a
timing basis that is most appropriate for that sec-
tor, so transactions with the household sector are
recorded on a cash basis, whereas transactions with
the business sector are recorded on an accrual basis.
In addition, the n1pA treatment of government in-
vestment in fixed assets and the cost of using these
assets is symmetrical with the treatment of fixed
investment in the private sector. Finally, transfers
of nonproduced assets, such as the sale of land, are
excluded from the npa’s because they do not affect
current production.

3. For a detailed discussion of the reconciliation, see Government Transac-
tions, Nipa Methodology Paper Series me-5 (Washington, pc: U.S. Government
Printing Office, November 1988). (mp-5 is available from the National Technical
Information Service, Accession No. pB 90-118480.)

In addition, as part of the comprehensive nipa revision released in Jan-
uary 1996, several changes were made to the definitions and classifications
used to measure the Federal sector. For a discussion of these changes, see
“Preview of the Comprehensive Revision of the National Income and Product
Accounts: Recognition of Government Investment and Incorporation of a New
Methodology For Calculating Depreciation,” Survey oF CURRENT BusiNEss
75 (September 1995): 33-41; and “Improved Estimates of the National Income
and Product Accounts for 1959—95: Results of the Comprehensive Revision,”
Survey 76 (January/February1996):1-31.

Table 4.—Relation of Federal Government Receipts in the
National Income and Product Accounts to Receipts in the
Budget

[Billions of dollars]

Fiscal year

1996 | 1997 | 1998

BUAGEt FECEIPLS ..o 1,453.1|1,505.4|1,566.8
Less: Coverage differences?® ..........ooverrerieneernnnn: 3.2 3.8 4.7
Plus: Netting and grossing differences:

Contributions to government employee

retirement funds ..........cccovevircininninens 64.9 71.1 733
Taxes received from the rest of the

WO 2 oo -23| -23| -23
OthEr3 e 29.4| 331| 307

Timing differences:
Corporate iNCOME taX ........vwvrveverrreririenees 8.1 9.5 8.0
Federal and State unemployment

insurance taxes ......
Withheld personal inco
security contributions ...

-7 -1 3

9.9 37 2.0
Excise taxes ... . -1.6 -5 -8
OthEr oo -15| -10| -10

Equals: Federal Government receipts, NIPA's .......... 1,556.0|1,615.1]1,672.3

1. Consists largely of receipts from the Federal Communication Commission Universal Service
Fund and of contributions for social insurance by residents of U.S. territories and Puerto Rico.

2. Taxes received from the rest of the world are included in the budget as receipts and netted
against expenditures (transfer payments) in the NIPA's.

3. Consists largely of proprietary receipts that are netted against outlays in the budget and
classified as receipts in the NIPA's.

Sources: The Budget of the United States Government, Fiscal Year 1998 and the Bureau
of Economic Analysis.

NIPA  National income and product accounts
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N1pa receipts differ from budget receipts be-
cause of coverage differences, netting and grossing
differences—which provide additional informa-
tion on items that are recorded on a net basis in
the budget—and timing differences (table 4). For
most years, the difference primarily reflects contri-
butions to government employee retirement funds
and proprietary receipts. The contributions are
included in N1PA receipts to provide separate de-
tail on government retirement funds, but in the
budget, they are recorded in outlays both as an
expenditure and as an offsetting receipt. In addi-
tion, some proprietary receipts are treated as n1pa
receipts, but they are netted against outlays in the
budget. For 1998, n1pa receipts exceeded budget
receipts by s10s.5 billion; contributions to govern-
ment employee retirement funds are $73.3 billion,
and proprietary receipts are $30.7 billion.

N1pa current expenditures differ from budget
outlays because of coverage, netting and grossing,
and timing differences. They also differ because of

Table 5.—Relation of Federal Government Current
Expenditures in the NIPA's to Outlays in the Budget

[Billions of dollars]

Fiscal year

1996 1997 1998

BUAGEt OULIAYS oo 1,560.3| 1,631.0|1,687.5

Less: Coverage differences:

Geographic * 9.1 95| 100
Other2 .... 2 0 8
Financial transactions:
Net [ending ......ovvoveeeereerreerieis 13 6.0 7.8
Deposit insurance . .| -146| -134| 57
Other 75 -54| 55

Net purchases of nonproduced assets:
Outer continental shelf
Other

-2 -2 -2
-1 -78| -11.2

Plus: Netting and grossing differences:
Contributions to government employee
retirement funds ... 64.9 711 733
Taxes received from the rest of the
-2.3 -23| -23
29.4 33.1 30.7

Consumption of fixed capital ................... 73.0 7.7 71.1

Timing differences:
National defense consumption
eXPENdtUres ..o 7.6 .6
Other ..o 4.1 -2

e
oo

Equals: Federal Government current expenditures and

gross investment, NIPA'S ..o 1,748.8| 1,816.1|1,866.9

Less: Gross investmentS ........cc..coovvmrrneenernnisnnssnnns 62.9 59.0 58.0

....... 1,685.9( 1,757.1|1,808.9

1. Consists largely of transfer payments, subsidies, and grants-in-aid to residents of U.S. terri-
tories and Puerto Rico.

2. Consists of agencies not in the budget and of payments to the Federal Communication
Commission Universal Service Fund. Also includes net purchases of silver and minor coin metal.

3. Taxes received from the rest of the world are included in the budget as receipts and netted
against expenditures (transfer payments) in the NIPA's.

4. Consists largely of proprietary receipts that are netted against outlays in the budget and
classified as receipts in the NIPA's.

5. Gross investment consists of expenditures for fixed assets; inventory investment is included
in Federal Government consumption expenditures.

Sources: The Budget of the United States Government, Fiscal Year 1998 and the Bureau
of Economic Analysis.

NIPA  National income and product accounts

the N1pa treatment of government investment in
fixed assets and because of the removal of financial
transactions, such as loans, and of sales of nonpro-
duced assets, such as the radio spectrum (table 5).
For most years, the difference primarily reflects
the netting and grossing differences and the treat-
ment of government investment: Consumption of
fixed capital, which is not recognized in the budget,
is included in N1pA current expenditures; govern-
ment investment in fixed assets, which is included
in budget outlays, is excluded from ~ipa current
expenditures. For 1998, N1pa current expenditures
exceed budget outlays by s121.4 billion; contribu-
tions to government employee retirement funds
are $73.3 billion, proprietary receipts are $30.7 bil-
lion, and the consumption of fixed capital exceeds
investment by $13.1 billion.

In the n1era framework, national defense outlays
in the budget are included in both consumption
expenditures and gross investment. These outlays
differ from the ~tea’s for four principal reasons
(table 6). First, some defense outlays, primarily
disbursements for foreign military sales, are treated
as exports in the nipa’s. Second, nipa expendi-
tures are recorded on a delivery basis, and budget
outlays are recorded on a cash basis; thus in the

Table 6.—Relation of National Defense Consumption Ex-
penditures and Gross Investment in the NIPA's to Na-
tional Defense Outlays in the Budget

[Billions of dollars]

Fiscal year

1996 | 1997 | 1998

National defense outlays in the budget ............cccccuvnirrnc. 266.5| 264.2 | 254.7
Department of Defense, Military .........ccccooeverinnrreninns 254.41 251.3| 242.8
Military personnel ...... . 66.7| 70.1| 69.3
Operation and mainte 88.8| 88.7| 86.2
Procurement 489| 456| 431

Aircraft ..... 143| 133| 132
Missiles . 4.2 4.2 3.6
Ships ... 73| 70| 67
Weapons 3.8 341 29
Ammunition . 9| 12| 1.0
Other 18.4| 164| 157
Research, development, test and evaluation . 36.6| 36.0( 34.6
Other 134 109| 95
Atomic energy and other defense-related activities ....... 121 129] 119
Plus: Military assistance purchases ............ooerenenens 2 2 2
Additional payments to military and civilian
retirement fUNAS .......ocvevneeeeciae 17.2| 218| 22.6
Consumption of general government fixed capital ... 59.4| 57.9| 56.9

Less: Grants-in-aid to State

and local governments and net interest paid ... 30| 26| 24

Timing difference -82| -2| -15

Other differences 0 -14] -1.8
Equals: National defense consumption expenditures and

gross investment, NIPA'S ... 3485 343.1| 335.3

Less: National defense gross investment? ... 432| 385| 374

Equals: National defense consumption expenditures,
IS et s 305.3| 304.6| 297.9

1. Gross investment consists of expenditures for fixed assets; inventory investment is included
in Federal Government consumption expenditures.

Sources: The Budget of the United States Government, Fiscal Year 1998 and the Bureau
of Economic Analysis.

March 1997
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ntea’s, all work-in-progress except shipbuilding
is included in the change in business inventories
component of gross domestic product. Third, in
defense outlays, the cost of the military retirement
program is measured as the cash payment from the
military personnel appropriation account to the
military retirement trust fund. Inthe nipa’s, a pay-
ment is added to amortize the unfunded liability
for military retirement benefits earned by military
personnel for service before 1985, and a payment
is also added to amortize the unfunded liability
for civilian retirement benefits; these payments are
recorded in the budget as intergovernmental trans-
actions. Fourth, the n1pa measure includes general
government consumption of fixed capital.

The differences between the budget and ~ipa
estimates of receipts, outlays, and the surplus
or deficit are summarized in table 7. For 1998,
the ~1pa deficit is larger by $15.9 billion primar-
ily because of the difference in the treatment of
government investment in fixed assets.

Fiscal year 1998 n1pa estimates

Federal receipts in the ntpa framework would in-
crease $57.2 billion in fiscal year 1998 to $1,672.3
billion (chart1): An increase of $65.7 billion due
to a higher tax base would be partly offset by a de-
crease of $8.5 billion due to proposed legislation.
The 1998 increase in total receipts reflects increases
in contributions for social insurance ($23.1 billion),
personal taxes (s$21.2 billion), and corporate profits
taxes (s12.1 billion). The increase in contributions

Table 7.—Relation of Federal Government Receipts and Cur-
rent Expenditures in the NIPA’s to the Receipts and Out-
lays in the Budget

[Billions of dollars]

Fiscal year
Change
1996 | 1997 | 1998
1997 | 1998
Budget:
RECEIPLS ovvvvvrevrrrereririerisserisens 1,453.1|1,505.4|1,566.8|| 52.3| 61.4

1560.311,631.01,687.5(| 70.7 56.5
-107.3| -125.6 | -120.6|| -18.3| 5.0

NIPA's:
RECEIPLS oo 1,556.0  1,615.1 1,672.3 59.1| 57.2
Current expenditures ..........coevneene 1,685.9(1,757.1(1,808.9|| 71.2| 518

Current surplus or deficit (-)* ... | -129.9| -142.0| -136.6 || -12.1| 5.4

Differences

Budget less NIPA's:
RECEIPLS oo
Outlays ..

Surplus or deficit (-)

-102.9| -109.7| -105.5(| -6.8| 4.2
-125.6| -126.1| -121.4 -5 47
226| 164| 16.0(| 62| -4

1. The NIPA current surplus or deficit reflects the treatment of government investment that
was introduced in January 1996. Current expenditures now include (1) consumption of fixed cap-
ital for general government in consumption expenditures and (2) consumption of fixed capital
for government enterprises as an expense in the calculation of the current surplus of govern-
ment enterprises.

Sources: The Budget of the United States Government, Fiscal Year 1998 and the Bureau
of Economic Analysis.

NIPA  National income and product accounts

for social insurance reflects higher contributions
for the old-age, survivors, disability, and hospi-
tal insurance programs. The increase in personal
taxes reflects higher withheld income taxes. The
increase in total receipts would decelerate slightly
in 1998, reflecting slowdowns in contributions for
social insurance and in indirect business tax and
nontax accruals (table 8).

Federal current expenditures in the n1pa frame-
work would increase $51.8 billion in fiscal year
1998 t0 $1,808.9 billion (chart2). Transfer pay-
ments would increase $41.0 billion—s16.4 billion
for social security (of which $10.0 billionis cost-of-
living adjustments) and $14.1 billion for medicare

CHART 1

Federal Government Receipts,

NIPA Framework

Billion $
800
700

Personal Tax and Nontax Receipts\
600
500
~=— Contributions for Social Insurance
400
300
200 Corporate Profits Tax Accruals\}’ I
100 | ————————— R o
0 " indirect| BUsiness Tax and Nontax Accruals /
| | | | | | | | | |
1988 89 90 91 92 93 94 95 96 97" 98*
*Estimates by BEA Fiscal Years

U.S. Department of Commerce, Bureau of Economic Analysis

Table 8.—Sources of Change in Federal Government
Receipts, NIPA Framework
[Billions of dollars]

Change from preceding
fiscal year

1996 | 1997 | 1998

TOtal TECRIPES oo 995 59.1| 572
Due to change in tax bases ... . 995| 557 65.7
Due to proposed legislation ..........ccccevivereenircrneens 0 34| -85

716 108 21.2
71.6 117 354
0 -9 -14.2

Personal tax and nontax receipts
Due to change in tax bases ....
Due to proposed legislation

Corporate profits tax acCruals ..........oomrrriirnnees 109 79| 124
Due to change in tax bases .... . 10.9 6.9 10.8
Due to proposed 1egislation .............ccccreeriererineens 0 1.0 1.6

Indirect business tax and nontax accruals -5.9 8.0 5
Due to change in tax bases .... -5.9 47| -36
Due to proposed legislation 0 33 4.1

Contributions for social insurance 229 324 231
Due to change in tax bases .... . 229| 324 231
Due to proposed 1egislation .............ccccreeriererineens 0 0 0

Sources: The Budget of the United States Government, Fiscal Year 1998, and the Bureau
of Economic Analysis.
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(table 9). Other increases include grants-in-aid
to State and local governments for medicaid (s7.3
billion) and net interest ($4.0 billion). National
defense consumption expenditures would decrease
$6.7 billion, and subsidies less current surplus
of government enterprises would decrease $2.6
billion. The increase in Federal current expendi-
tures would decelerate in 1998 because of a larger
decrease in national defense consumption expend-
itures, a slowdown in nondefense consumption
expenditures, and adownturn in subsidies less cur-
rent surplus of government enterprises. Chart 3
shows the components of Federal Government
current expenditures in the ~ntea framework for
1988—98.

In the ~ntea framework, the current deficit for
fiscal year 1998 would decrease $5.4 billion after
increasing s12.1 billion in 1997. This decrease pri-
marily reflects the decreases in national defense
consumption expenditures and in subsidies less
current surplus of government enterprises, but it
also reflects the increases in personal taxes and
corporate profits taxes. The ~ipa current deficit
exceeds the budget deficit primarily because of
lending transactions and because the consumption
of fixed capital that is added in the n1pa framework
more than offsets the investment that is removed
from the nipa framework (chart 4).*

4. General government consumption of fixed capital has been larger than
investment because investment, particularly in national defense, has been
declining in recent years.

CHART 2

Changes in Federal Government Current

Expenditures, NIPA Framework
Billion $
-20 0 20 40 60 80 100

TOTAL
|

National
Defense
Consumption
Expenditures [

Nondefense
Consumption
Expenditures

Transfer
Payments

Net Interest
Paid Fiscal Years
| 1998
1997*
1996

All Other

*Estimates by BEA
U.S. Department of Commerce, Bureau of Economic Analysis

Table 9.—Sources of Change in Federal Government
Current Expenditures, NIPA Framework
[Billions of dollars]

Change from preceding

fiscal year
1996 | 1997 | 1998
Total current eXpenditures ... 512 712| 518
Consumption expenditures . -6 53| -65
National defense ................ 11 -7 -6.7
Pay raise and locality pay * I I 2.4 2.9
Other ..o 11 -31 -9.6
Nondefense ............... -1.8 6.0 2
Pay raise and locality pay VRN IO 14 18
Other ..o, -1.8 46| -16
Transfer payments 36.7| 420 410
Social security . 14.2 16.6 16.4
Medicare .............. 14.1 19.8 14.1
Supplemental security income 24 -2 5
Federal employee retirement ....... 29 31 33
Earned income and child care credits .. 3.9 2.1 8
Veterans benefits .........c.coovveenein 2 .6 12
Unemployment benefits . 8 4 17
ONET e -1.8 -4 3.0
Grants-in-aid to State and local governments 4.9 16.1 15.8
MediCaid ..o 30 6.5 73
Education ..... 4 15 1.6
Highways ..... 4 1 0
Health care ...... 7 0 2.9
Food and nutrition 9 7 14
(01111 S -5 7.3 2.6
Net interest paid .. 9.7 38 40
Subsidies less current surplus of government
ENEEIPHISES vuvvvrereecrieeitessi e 31 16| -26
Agriculture subsidies .. 17 3 -3
Housing subsidies . -1.8 16 1
Other SUDSIAIES ..o -6 -1 -7
Less: Current surplus of government
enterprises:
Postal Service 0 1.0 13
Other government enterpri -38 -8 4

1. Consists of pay raises and locality pay beginning in January 1997.

CHART 3

Federal Government Current Expenditures,
NIPA Framework
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CHART 4

Federal Fiscal Position,

Surplus or Deficit (-)
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*Estimates by OMB and BEA
U.S. Department of Commerce, Bureau of Economic Analysis

Quarterly pattern.—Seasonally adjusted quarterly
estimates of nipa receipts and current expendi-
tures that are consistent with the fiscal year receipts
and outlays in the budget are shown in table 10.
Receipts reflect the quarterly pattern resulting
from enacted and proposed legislation and from
the administration’s projected quarterly pattern
of wages and profits. Current expenditures re-
flect the quarterly pattern resulting from enacted
and proposed legislation that would reduce de-

fense consumption expenditures, adjust pay for
Federal Government employees, and provide cost-
of-living increases in social security and in Federal
Government employee retirement benefits.

In the ntra framework, the current deficit trends
downward from the first quarter of 1996 through
the fourth quarter of 1996 but then increases in the
first quarter of 1997. The first-quarter 199y increase
reflects (1) decreases in personal taxes and indirect
business taxes and (2) cost-of-living adjustments
that increase social security (2.7 percent) and Fed-
eral employee retirement benefits (1.2 percent).
The increase in the deficit is also attributable to an
increase in grants-in-aid to State and local govern-
ments that primarily reflects a step-up in grants
for the Temporary Assistance for Needy Families
program that will replace the Aid to Families With
Dependent Children program.

The deficit decreases slightly in the second quar-
ter of 1997 and then increases in the third and
fourth quarters. Thethird-quarter increase reflects
higher transfer payments to persons, grants-in-aid
to State and local governments, and net interest
paid. The fourth-quarter increase reflects an $11.2
billion spike in transfer payments to the rest of
the world, primarily reflecting economic and other
support payments to Israel, and an increase in net
interest paid. The deficit turns down in the first
quarter of 1998.

Table 10 follows. [.ef
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Table 10.—Federal Government Receipts and Current Expenditures, NIPA Framework
[Billions of dollars; calendar year and quarters at seasonally adjusted annual rates]

Fiscal year estimates® | Calendar year Published 2 Estimates
Pub- | Esti- 1996 1997 1998
1996 | 1997 | 1998 | lished | mate
1996 | 1997 | Il Il \% | Il 1l vV | Il Il
RECEIPLS oot 1,556.0|1,615.1|1,672.3|1,575.9|1,617.8|1,523.1|1,575.6 | 1,581.9 | 1,623.5 | 1,600.1 | 1,611.6 | 1,622.5| 1,637.0 | 1,645.0 | 1,663.6 | 1,684.7
Personal tax and nontax receipts .. 676.0| 686.8| 708.0( 673.1| 6882 639.6| 681.4| 680.2| 691.1| 680.4| 685.0| 689.6| 697.6| 693.3| 703.9| 7145

-9 151 ... =9 e [ L [ -1 -1 -7 -17| -151| -151| -151
686.8| 723.1| 673.1| 689.0( 639.6| 681.4| 680.2| 691.1| 680.4| 685.0( 691.3| 699.3| 7084 719.0( 729.6

2020 2144 197.1| 2019 196.4| 199.0| 1965| 1965| 199.6| 201.4| 202.8| 203.7| 2059| 206.6| 207.4
255 25.6| 228| 242 227| 230| 228| 228| 234| 240| 246| 247| 249| 249| 250
............ 1.0 2.6 e LA e [ [ s 14 14 14 14 2.9 2.9 2.9
175.6| 186.4| 1743| 176.3| 173.7| 176.0| 173.7| 173.7| 1748| 176.0| 176.8| 177.6| 178.1| 178.8| 1795

858| 938| 943| 905| 872 844| 832 857 1087 857 867| 876| 887| 887| 894| 903

Proposed legislation
Other

Corporate profits tax accruals 3 ..
Federal Reserve banks
Proposed legislation
Other

Indirect business tax and nontax accruals ...
Proposed legislation
Other

Contributions for social insurance ..
Social Security .......ccocuveenee
Tax on wages and salaries

Base increases ... 5
January 1997 . 27 27 27 27 2 2.
January 1998 ... | e [ e | 8 L [ [ L [ | e | e | e | e | 3 3. 3

Other ........c....

Tax on self-employment earnings .
Base increases
Other ...
Supplementary medical insurance .
Unemployment insurance
Other

Current expenditures ...

Consumption expenditures ..
National defense .........
Pay raises and locality pay
January 1997 ..
January 1998 ..
Consumption of general government fixed capital
Other ...........
Nondefense .....
Pay raises and locality pay
January 1997 ..

Transfer payments (net) ..
To persons ...
Social security .

Regular ...........
Benefit increases
January 1997 .
January 1998 .
Medicare ..........ccoue.ue
Unemployment benefits ..
State programs .......
Emergency compensation .....
Federal and railroad employee:
Federal employee retirement ...
Civilian ...
Military ...
Veterans benefits
Life insurance ...

9.
1.
8.
2.
22.
1.
6.
2

Pensions and disability .. 19.3 18.3
Readjustment .. 1 2 11 12 13 11 11 11 11 11 11 12
Railroad retirement . 8 1 1 .
Military medical insurance .. 1 5 2.6 25 24 22 21 21 21 2.1 2.1 2.1
Food stamps ....... 3 220 225| 222 221 214 216 217| 221| 223| 225| 226
Black lung benefits . 1 2 1.2 12 11 11 11 11 11 11 11 11
Supplemental security income .. 26.2 25.6 252 257 257 25.9 26.0 26.0 26.1 26.3 264 264
Earned income and child care credits .. 22.0 18.2 18.2 18.2 18.2 21.6 21.6 21.6 21.6 22.3 22.3 223
All other .....c.cooevvireenens 216| 176 . 174 174 176 . 193] 204| 213| 215| 216 2L7| 218
To rest of the world (net) .. 1361 165 . 1901 1181 117 8.9 911 1171 229 921 1061 119
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Table 10.—Federal Government Receipts and Current Expenditures, NIPA Framework—Continued

[Billions of dollars; calendar year and quarters at seasonally adjusted annual rates]

Fiscal year estimates® | Calendar year Published 2 Estimates
Pub- | Esti- 1996 1997 1998
1996 | 1997 | 1998 | lished | mate
1996 | 1997 | Il I \% | Il 1l vV | Il 1l

Grants-in-aid to State and local governments .. 214.7| 230.8| 246.6| 2133| 2315| 207.6| 219.3| 2145| 211.8| 2237| 230.2| 2352| 236.7| 241.0| 246.1| 250.5
Highways ..... 1921 193( 193( 195 193| 204| 201| 185 19.1| 194| 194| 193| 191| 194| 194| 193
Public assistal 1110 119.8| 127.9| 110.9| 122.8| 107.1| 116.7| 111.3| 1104| 119.3| 1225| 1244| 1248| 126.8| 129.1| 131.0

Medicaid ...... 91.9| 984| 1057 934| 1005 87.6( 982 937 942 97.1| 100.1| 102.2| 102.4| 104.7| 106.9| 108.9
Cash benefits 166| 18.7| 196| 158 201| 164| 159 161| 146 203| 20.3| 200| 19.8| 195| 196| 195
Aid to families with dependent children 16.6 6.4 3.0 15.3 41 16.4 15.9 16.1 12.7 47 43 3.9 35 31 2.8 2.6
Temporary assistance for needy families .........ccees | v, 124 16.6 5 16.0 | oo | v | v 19 15.6 16.0 16.1 16.3 16.4| 16.8 16.9
Social services ... 25 27 2.6 22 22 31 27 15 17 19 21 22 26 26 2.6 26
Education .........c....... 17.0{ 185 201| 176| 175| 174| 182| 189| 159 166| 172| 177 183| 19.1| 20.7| 225
Community development . 5.9 6.6 6.4 47 5.7 5.0 47 47 4.4 49 55 6.2 6.0 58 56 54
Mass transit ................ 37 39 34 37 38 35 34 39 4.0 39 39 38 37 35 33 31
Environmental protection . 2.6 25 25 25 2.6 29 24 25 2.1 2.3 2.6 29 2.6 25 25 24
Food and nutrition ... 140| 147| 161| 136| 151| 13.0( 13.0| 144| 141| 145| 149| 153| 156| 159| 163| 166
Health care .. 8.0 80| 109 74 8.6 72 8.3 77 6.3 7.1 8.2 9.2 9.7 106| 114| 119
All other 333| 376 399( 329| 36.2| 312 325| 326| 35| 37| 360 364| 369| 374 378 383
Net iNterest PaId .............coveveererevierrieniineeisesieeseeeeneeens 229.7| 236.0| 240.0| 2334| 236.7| 230.5| 230.8| 2337| 238.8| 233.9| 234.0| 237.1| 241.7| 238.2| 2385 2415
Subsidies less current surplus of government enterprises 37.1 38.7 36.1| 30.1| 282| 304| 308| 303 288 289 285 28.1 274 30.2| 30.8| 313
Agriculture subsidies ... 7.9 8.2 7.9 55 5.6 5.4 5.6 5.7 5.6 5.6 5.6 5.6 5.6 55 5.4 5.3
Housing subsidies ... 243| 259| 260| 248| 255| 246| 246| 248 251| 254| 254| 255| 255| 255| 255| 254
Maritime subsidies 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2 2
Other subsidies 14 14 .6 1.0 9 11 1.0 1.0 1.0 1.0 9 8 N 5 A4 2
Less: Current surplus of government enterprises:

Postal Service ... -2.8 -18 -5 -9| -25| -11 -9 0 -17( -20( -23| -26| -29| -30| -31| -31
Other 33 30 14| -15| -39 -9 -6 -14| -31| -33| -36| -40| -46| -15 -7 2

Less: Wage accruals less disbursements 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Current surplus or deficit (-)4 -136.6| -125.9| -139.9| -155.2| -126.7 | -120.8 | -100.9 | -137.9| -136.4 | -139.7 | -145.5| -139.0 | -133.7 | -124.0

Addenda:

Gross investment S 629| 59.0| 580| 637 594| 656| 660 642 588 590 606| 57.7| 603| 59.4| 56.6| 556
National defense . 432| 385| 374| 437| 389| 462| 463| 441 382 385 402| 371 397 387 362 350
Nondefense 1971 205| 20.6| 199| 205| 194| 197 201| 206| 205| 204| 206| 206| 20.7| 204| 206

Consumption expenditures and gross investment .... 514.0| 5155| 507.9| 5243| 5135| 519.2| 529.6| 5255| 522.9| 519.6| 516.3| 508.9| 508.9| 505.7| 502.2( 499.0
National defense 3485| 343.1| 3353| 3484| 3355| 3449| 3537| 3488| 346.1| 341.2| 338.1| 3311| 3316| 327.1| 3238| 3208
Nondefense 1655| 172.4| 172.6| 1759| 178.0| 1743| 175.8| 176.7| 176.8| 1785| 178.2| 177.8| 1774| 1785| 1784| 1782

1. Fiscal year estimates are the sum of quarterly values not seasonally adjusted and are consistent with the

budget proposals.

2. Published estimates, both calendar year and quarters, appear in the NIPA tables 3.2 and 3.7B elsewhere

in this issue.

3. BEA's estimate of corporate profits tax accruals for the fourth quarter of 1996 will not be available until the
release of the final estimates of gross domestic product on March 28, 1997. The value shown is taken from the

budget.

4. See footnote 1 in table 7.
5. Gross investment consists of general government and government enterprise expenditures for fixed assets;
inventory investment is included in Federal Goverment consumption expenditures.
Sources: The Budget of the United States Government, Fiscal Year 1998 and the Bureau of Economic Analysis.
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